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PREFACE. 


HE  following  paper  on  "  The  Position  of 
Law  in  the  Doctrine  of  Money "  was 
first  printed  as  an  Explanatory  Note  to 
the  introductory  pages  of  a  Bibliography 
of  Money  (an  enlargement  of  a  list  printed  as  an 
Appendix  to  "  Silver  and  Gold,"  in  1876),  com- 
prised in  Mr.  Horton's  "  Contributions  to  the  Study 
of  Monetary  Policy,"  in  the  Document  of  the  Mone- 
tary Conference  of  1878  (Washington,  1879). 

The  following  are  the  passages  for  which  the  note 
— which,  from  its  length,  becomes  a  running  com- 
mentary upon  the  entire  bibliography — was  intro- 
duced as  an  explanation. 

"  An  indispensable  source  of  knowledge  about  Money  is 
"  First.  That  Body  op  Law  which  in  the  different  nations  of  the 
world  defines  and  regulates  the  status  of  Money,  property  in  Money, 
and  Money  debt,  or  obligations  enforcible  through  compulsory  deli- 
very of  Money. 

"  Second.  That  Body  op  Law  which  determines  what  commodity 
or  commodities  may  remain  or  may  become  Money. 

"  Third.  That  Body  op  Law  which  prescribes  the  process  by  which 
such  commodity  may  become  Money. 

"  While  the  expression  '  law'  is  applicable  to  each  of  these  classes, 
yet,  in  its  narrow  sense,  'Law'  belongs  especially  to  the  first 
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class,  while  the  second  and  third  may  be  comprised  in  the  word 
'  legislation.' 

"  Although  existing  in  print,  this  material  of  knowledge  must, 
for  the  most  part,  be  gathered  here  and  there  in  publications  too 
numerous  to  be  named,  which  are  generally  neither  in  title,  nor 
according  to  common  belief,  germane  to  the  subject  of  Money  ; 
namely,  in  the  reports  of  decisions  of  courts,  in  juristic  treatises, 
and  in  statutes,  which  are  the  source  of  the  material  first  mentioned, 
while  the  latter  are  chiefly  matter  of  statute,  and  sometimes  of 
administrative  regulation. 

"  The  important  questions  at  issue  which  concern  Money,  being 
political  in  their  nature,  and  demanding  the  attention  of  the  pub- 
licist rather  than  of  the  practising  lawyer,  of  course  no  approach  to 
a  systematic  treatise  upon  Money,  or  upon  any  department  of  Mone- 
tary Science,  is  to  be  looked  for  in  such  works.  It  must  further  be 
observed  that  even  in  matters  within  the  direct  range  of  their 
purpose,  the  classification  of  the  contents  of  law  books  often  leaves 
much  to  be  desired.  Hence,  in  suggesting  the  titles  Money,  Legal 
Tender,  Debt,  Loan,  Interest,  Negotiability,  Fungibility,  Specific 
Performance,  Damages,  Taxation,  Fines,  Penalties  and  Forfeitures, 
Coins,  Coinage,  Mint,  &c,  as  being  titles  in  the  index  and  table  of 
contents  of  legal  works  which  bear  upon  the  subject,  I  can  do  so 
only  with  the  reservation  that  neither  in  the  books  themselves, 
excepting  books  of  statutes,  nor  in  the  phraseology  of  references  to 
their  contents,  will  the  reader  find  a  presentation  of  the  subject 
Constructed  with  special  reference  to  Money,  nor,  in  fact,  aught  but 
the  raw  material  of  knowledge, 

"  In  general  all  works  on  National  Economy,  Political  or 
Social  Science,  contain  essays  upon  Money." 

The  note,  as  here  printed,  was  then  preceded  by 
the  following  lines  :— 

"  THE  POSITION  OF  LAW  IN  THE  DOCTEINE  OF 
MONEY, 

"  AN  EXPLANATION* 

"  To  the  contribution  to  the  Study  of  Monetary  Policy  here  pre- 
sented it  may  prove  useful  to  prefix  some  words  explanatory  of 
certain  features  of  this  voluminous  list  of  books,  which,  from  all  but 
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a  few  of  the  doctrinal  writers  named  in  it,  would  elicit  expressions 
of  unqualified  dissent.  I  refer  chiefly  to  the  prominence  which  I 
have  given  to  law,  according  to  its  different  branches,  as  material 
for  knowledge  about  Money." 

It  was  closed  by  the  following  paragraphs : — 

"  A  second  point  in  the  following  list,  an  explanation  of  which 
may  prove  suggestive,  is  the  absence  of  classification,  the  works 
cited,  other  than  official  publications,  being  placed  simply  in  the 
order  of  their  publication.  This  was  done  not  merely  for  con- 
venience sake,  but  with  a  view  to  the  truths  just  outlined.  As  I 
have  elsewhere  said,  Money  is  an  institution  not  of  one  nation,  but 
of  the  world,  and  the  institution,  in  order  to  be  understood,  must 
be  studied  as  a  whole. 

"  The  forbidding  physiognomy  of  this  list  may  therefore  at  least 
serve  to  suggest  to  some  student  of  Money  that  solidarity  of  interests 
of  the  different  nations  in  regard  to  Money,  which  is  the  great 
unlearned  lesson  of  the  time. 

"  In  conclusion,  I  may  allude  to  the  presence  in  this  list  of  pro- 
ducts the  most  various  of  local  or  national  controversy,  past  as  well 
as  present. 

"  The  Monetary  Policy  of  nations  being  largely  the  outcome  of 
such  controversy,  it  is  in  the  records  of  them  that  the  springs  of 
political  action  are  to  be  detected. 

"  The  statesman,  like  the  soldier,  cannot  afford  to  underrate  his 
enemy,  and  in  a  review  of  the  Material  for  the  Study  of  Monetary 
Policy,  it  is  well  that  the  entire  field  should  be  mapped  out,  and 
the  conflicting  forces  numbered,  even  though  pages  should  be  cum- 
bered with  titles  which  are  but  melancholy  commentaries  on  the 
text,  1  See  with  what  little  wit  the  world  is  ruled.'  " 

The  note,  as  here  printed,  was  translated  into 
French  by  Prof.  Emile  de  Lavelaye,  as  "  La  Monnaie 
et  la  Loi,"  and  was  printed  as  an  Exhibit  to  the 
Fifth  Session  of  the  Monetary  Conference  of  1881. 


THE  POSITION  OF  LAW  IN  THE  DOCTRINE 
OF  MONEY. 

HE  true  theory  of  the  relation  which,  in 
my  view,  exists  between  Money  and  Law 
has  not  yet,  I  believe,  been  promulgated, 
so  to  speak,  ex  cathedra ;  it  has  not  yet 
found  its  way  into  manuals  of  political  economy 
through  which  the  youth  are  taught,  and  the  greater 
part  of  the  monetary  powers  that  be  have  not  yet 
consciously  framed  their  political  action  in  obedience 
to  its  teachings. 

This  view  is,  in  fact,  excluded  from  credence  by 
the  doctrines  which  originally  supplied  motive  for  the 
most  striking  monetary  movement  of  modern  times ; 
the  still  unabandoned  persecution  of  silver  by  the 
civilized  nations. 

I. —  Gold  and  silver,  say  the  leaders  of  this 
movement,  are  commodities,  and  they  are 
nothing  else. 

II.  — Like  iron,  like  wheat,  they  belong  to  commerce, 

not  to  legislation. 

III.  —  The  stamp  of  the  mint  upon  the  disc  of  metal 

is  a  mere  certificate  of  its  weight  and  fineness. 

IV.  — The  great  law  of  supply  and  demand  which 
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regulates  the  movements  and  the  value  of  the 
precious  metals  pays  no  heed  to  the  arbitrary 
commands  of  legislatures  and  of  courts. 

The  learned  reader  will  recognise  these  as  admitted 
household  truths  of  the  magistral  economic  science 
of  the  day. 

The  acute  reader  will  observe  that  with  proper 
interpretation  these  postulates  are  capable  of  esta- 
blishing in  the  field  of  practical  policy  that  mono- 
metallism can  do  no  harm,  and  that  bimetallism  can 
do  no  good,  and  that  the  choice  of  a  money  unit  is 
strictly  analogous  to  the  choice  of  a  unit  of  weight 
or  of  measure.  (If  proof  were  needed  here,  I  could 
most  conveniently  refer  to  the  expressions  of  some 
of  the  acute  and  learned  European  delegates  at  this 
Conference.)  The  field  is  thus,  of  course,  left  clear 
that  gold,  the  lighter,  the  nobler  metal,  may  draw 
mankind  onward  in  the  path  of  simplicity,  unity, 
brotherhood,  by  becoming,  as  universal  and  sole 
money,  the  brightest  jewel  of  that  crowning  glory 
of  the  world's  future  progress,  a  metric  system  em- 
bracing the  entire  globe. 

And  in  favour  of  these  postulates,  and  of  the  con- 
clusions they  justified,  and  of  the  hopes  they  inspired, 
it  has  long  been  possible  to  cite  the  practice  of  Eng- 
land, the  policy  of  Germany,  and  the  aspirations  of 
France. 

On  the  other  hand,  the  late  monetary  action  of  the 
Government  of  the  United  States,  not  in  coining  the 
new  silver  dollar,  be  it  understood,  but  in  limiting  the 
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coinage  and  in  calling  the  Monetary  Conference  of 
1878,  while  it  was  the  announcement  of  a  policy  of 
practical  opposition  to  that  which  prevails  in  Europe, 
was  also  in  the  field  of  science,  if  rightly  understood, 
a  declaration  of  independence  from  the  scientific  errors 
of  the  an ti- silver  theories. 

By  the  law  of  28th  February,  1878,  the  United 
States  became  a  teacher  of  reformed  monetary  doc- 
trine. 

The  United  States  proposed  to  Europe  concurrent 
coinage  of  silver  and  gold  at  one  ratio,  with  a  view  to 
their  concurrent  use  in  the  countries  of  the  proposed 
union,  and  to  the  comparative  steadiness  of  their 
relation  to  each  other  everywhere;  and  to  do  this 
was  equivalent  to  an  assertion  by  the  United  States, 
with  that  far-resounding  utterance  of  which  none  but 
a  great  nation  is  master,  that  human  law  is  a  factor 
in  the  movement,  and  of  the  value,  of  the  precious 
metals. 

It  is  impossible  to  exaggerate  the  importance  of  the 
international  questions  to  which  the  world's  attention 
has  thus  been  directed.  The  material  interests  of 
mankind  are  still  hanging  upon  the  issue  of  this  con- 
troversy of  the  nations  upon  a  question  of  fact.  All 
science  agrees  that  steadiness  in  value  is  the  test  of  good 
money,  and  every  one  knows  that  confidence  is  the 
"  life  of  business."  If  national  laws  be  an  important 
factor  of  demand  or  of  supply  of  the  metals,  and  hence 
a  factor  of  their  value,  the  monetary  structure  of  the 
world,  the  entire  economic  organism  in  many  countries, 
has  been  and  must  remain  at  the  mercy  of  ill-advised 
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legislation  even  in  the  few;  while  in  the  practical 
problem  now  at  issue,  it  must  be  recognized  that  the 
persecution  of  silver  being  an  attack  against  the  steadi- 
ness of  purchasing  power  of  the  world's  money,  both 
silver  and  gold;  a  disturbance  of  the  world's  valua- 
tions ;  a  paralyzing  blow  at  the  world's  production 
and  exchange ;  from  which  mankind  may  still  suffer 
for  years  to  come  as  it  has  in  the  past,  the  remedy  for 
a  great  part  of  the  general  evils  under  which  the 
business  world  now  suffers  is  to  be  found  alone  in 
concurrent  monetary  legislation,  either  in  a  new 
balance  of  power  or  in  international  union ;  if  this  be 
the  teaching  of  scientific  truth,  and  if  the  hitherto  re- 
cognised interpreters  of  science  have  failed  to  enforce 
it,  it  is  plain  that  "  science  "  is  in  crying  need  of  reno- 
vation. In  any  event  the  question  has  been  raised, 
and  the  brain  and  heart  of  the  thinker  should  be  called 
into  fullest  activity,  that  the  contest  be  at  least  decided 
as  soon  as  possible. 

If,  therefore,  an  aggressive  statement  on  my  part 
can  contribute  to  provoke  from  an  opponent  a  success- 
ful refutation  of  these  views,  I  shall  still,  though 
shown  to  be  in  error,  have  humbly  served  the  cause 
of  truth,  and  I  shall  rejoice  if  this  list  of  materials  of 
knowledge  shall  have  afforded  to  my  farther-seeing 
adversary  any  additional  means  of  accomplishing  this 
end. 

In  my  own  ascertainment  of  the  necessity  of  a  re- 
formation of  monetary  science  (so  at  least  I  regarded 
it)  by  according  to  private  law,  and  to  statute,  a  posi- 
tion in  the  doctrine  of  money  analogous  to  the  place 
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which  I  have  above  assigned  to  it,  in  a  list  of  books, 
an  analysis  of  what  the  best  minds  had  been  able  to 
advance  as  the  argument  for  the  gold  standard  long 
ago  led  me  to  seek  to  formulate  for  myself  (u  Silver 
and  Gold,"  Cincinnati,  1876),  with  some  precision, 
the  logical  foundation  of  their  doctrine.  It  was  thus 
that  I  was  led  to  discover,  as  I  believed,  the  remote 
origin  of  this  theory  as  to  demand  and  supply  of,  or 
causation  of,  the  value  of  the  precious  metals.  This 
theory  of  the  partisan  of  gold  and  persecutor  of  silver, 
seemed  to  me  to  connect  itself  directly  with  a  most 
ancient  root  of  opinion,  whose  familiar  fruitfulness 
in  fallacy  well  accounted  for  the  peculiar  vigour  of 
this  redoubtable  offshoot. 

I  refer  "  to  the  Law  of  Nature,  or  Natural  Law." 

Time  forbids  my  attempting  to  sketch  the  history 
of  this  theory ;  suffice  it  that  the  thoughtful  student, 
whether  of  morals  or  of  religion,  of  politics  or  of  law, 
will  recognize  it  as  a  time-honoured  and  ever-fertile 
mother  of  the  false  as  well  as  of  the  true. 

What  share  of  fact  is  there  then,  I  asked,  in  the 
underlying  substratum  and  foundation  of  this  theory 
of  the  partisans  of  gold  and  persecutors  of  silver,  in 
this  assumed  antithesis,  this  supposed  mutual  exclu- 
siveness  of  jurisdiction  between  edict,  decree,  legisla- 
tion, law,  the  arbitrary  and  official  command  of  the 
State,  on  the  one  side,  and  nature,  natural  laws,  the 
needs  of  commerce,  the  wants  of  trade,  the  natural 
course  of  events,  so  far  as  money  is  concerned  ? 

Contrast  there  is,  of  course,  and  ever  will  be. 

But  to  what  extent   are  the  precious  metals, 
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and  coin  made  of  them,  subjected  to  the  influence 
of  these  great  forces,  respectively?  What  is  this 
a natural"  state  of  affairs  to  which  points  this 
theory  of  the  partisan  of  gold,  of  the  persecutor  of 
silver  ? 

Obedient  to  this  hint  I  followed  money  to  its  state 
of  nature,  to  an  imagined  origin  of  civil  society. 
Civil  society,  I  saw,  implied  the  growing  recognition 
of  obligations,  and  an  inchoate  but  progressive  en- 
forcement of  them.  These  obligations  implied  con- 
straint of  the  free  will  of  the  individual  by  the  free 
will  of  the  community,  or  of  its  appointed  ruler ;  and 
hence,  as  compared  with  previous  conditions  of  its 
constituent  parts,  society  itself  meant  something  arti- 
ficial, arbitrary,  official ;  and  the  contrast  could  only 
be,  in  important  respects,  heightened  as  time  went 
on,  for  while  the  individual  was  born  and  died,  society 
did  not  suffer  death,  and  its  corporate  existence, 
through  its  perpetuation,  gathered  accumulation  of 
authority. 

What  was  the  position  of  money  in  this  change? 
Was  it  not,  I  asked,  a  constituent  factor  in  the  evo- 
lution of  society  ? 

These  obligations  of  which  I  have  spoken,  this  dif- 
ferentiation of  functions  involved  a  division  of  labour, 
and  compensations  must  be  made  by  one  part  of 
society  to  another,  and  notably  to  the  governor  by 
the  governed. 

And  what  is  this  but  saying  that  tribute  and 
taxes  are  therefore  indispensable  to  civil  society? 

Again,  without  sanction  of  some  sort,  the  obliga- 
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tions  of  law  are  ineffective.  Of  what  avail  this  moral 
growth,  this  recognition  and  creation  of  obligations, 
this  sense  of  the  right  to  enforce  them,  if  there  be  no 
means  of  enforcement,  no  power  to  compel  to  sub- 
mission the  individual  who  is  insubordinate  to  the 
collective  will  ?  Hence  the  command  of  obedience  to 
the  law  must  be  supplemented  by  adequate  means, 
either  of  prevention  or  of  punishment.  In  fine,  a 
penalty  must  be  imposed  for  transgression.  In  many 
cases  this  penalty,  being  proportioned  to  the  offence, 
must  be,  not  loss  of  life  nor  mutilation  of  limb,  not 
loss  of  liberty  nor  of  privilege,  but  a  simple  transfer 
of  property  to  the  injured  party  or  to  the  State. 
So  again,  in  matters  not  criminal  in  their  nature, 
when  specific  performance  of  obligation,  refused 
by  the  recalcitrant  party,  cannot  be  conveniently  en- 
forced by  the  State,  the  injured  party  must  be  made 
whole  by  a  transfer  to  him  of  the  property  of  the 
other. 

It  is  obvious,  then,  that  if  the  origin  of  society 
implies  an  attempt  at  the  administration  of  justice,  it 
also  implies  fines  and  damages. 

And  what  is  the  substance,  the  material  of  tribute 
and  fine,  of  taxes  and  damages  ?  Evidently,  whatever 
it  is,  it  must  be  money. 

The  power  which  demands  them  must  say  in  what 
commodity  the  command  can  be  lawfully  satisfied, 
and  whatever  use  there  may  be  of  payment  "  in 
kind,"  yet  the  institution  of  money  is  in  existence. 
Cattle  or  shells,  salt  or  silver,  something  has  become 
for  the  occasion  lawful  money  and  legal  tender. 

B 
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Commerce,  be  it  not  forgotten,  has  been  contem- 
poraneously present  in  the  evolution  of  society,  and 
commerce  has  created  a  medium  of  exchange  out  of 
something  generally  acceptable  as  an  equivalent.  The 
individual  has  obeyed  his  needs,  and  he,  as  well  as 
society,  has  made  use  of  a  money.  Nay,  the  individual 
and  the  State,  the  convenience  of  both  conspiring  to 
that  end,  have  used  the  same  commodity  as  money. 
The  merchandise  which  serves  as  income  and  expen- 
diture of  the  State,  and  the  enforced  transfer  of  which 
gives  law  its  sanction,  has  also  supplied  to  the  indi- 
vidual that  "  third  thing  to  be  compared  with  others," 
that  u  measure"  which,  in  facilitating  exchange  and 
the  division  of  labour,  furthers  civilization. 

The  money  of  commerce,  therefore,  and  the  money 
of  the  State  are  materially  one ;  but  the  origin  of  this 
unique  product  is  twofold.  It  is  referable  to  distinct 
though  correlated  causes.  In  demand  for  a  money 
the  total  free  will  of  man  has,  so  to  speak,  divided 
itself  into  two  channels  of  volition.  The  necessities 
of  government,  in  which  is  incorporated  a  part  of  the 
free  will  of  man,  conspire  with  the  needs  of  the  indi- 
vidual who  makes  exchanges  with  his  fellows,  in  the 
creation  and  in  the  maintenance  by  all  the  force  of 
private  law  of  the  institution  of  money. 

So,  in  later  stages  of  development,  the  existence  of 
a  form  of  capital  which  can  be  most  easily  transported 
in  space  and  preserved  in  time  finds  its  support  in  that 
activity  of  the  law  to  which  interest,  fungibility,  ne- 
gotiability, are  to  be  referred.  In  the  lore  of  posses- 
sion arid  of  property,  that  debatable  ground  both  of 
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practice  and  of  legal  doctrine,  money  acquires  a 
standing  entirely  different  from  that  of  ordinary 
movable  commodities,  and  a  loan  of  money  becomes 
different  in  the  eye  of  the  law  from  the  loan  of  other 
commodities,  while  the  right  of  drawing  interest  as 
now  recognized  is  the  product  of  a  slow  evolution  of 
legal  right. 

Such,  then,  seemed  to  me,  in  brief,  the  nature 
of  the  institution  of  money.  It  is  this  phase  of 
coin  which  is  neglected  in  the  postulate  first  men- 
tioned. 

Now,  this  institution  of  money  evidently  necessi- 
tates in  each  nation  the  selection  of  some  particular 
commodity  to  be  used  as  money  by  its  members,  and 
the  initiative  and  control  of  this  selection  is  in  the 
centralized  power  of  the  State. 

"We  see  here  the  power  of  legislation  in  the  narrower 
sense  of  the  word. 

In  every  nation,  arising  from  the  mere  fact  of  its 
organized  existence,  there  is  an  universal  and  persis- 
tent need  to  employ  something  not  merely  as  a 
medium  of  exchange,  but  as  the  legal  instrument  of 
valuation  and  legal  means  of  payment,  as  lawful 
money  and  legal  tender.  It  is  legislation  which 
directs  this  universal  and  persistent  force  upon  this 
or  upon  that  commodity,  and  in  marshalling  the 
force  of  human  self-interest  upon  its  side  it  provides 
effective  means  for  the  execution  of  its  edicts.  It 
thus  affects  the  demand  for  the  commodity  selected, 
and  if  this  be  so,  the  second  and  fourth  postulates  of 
the  partisan  of  gold  are  shown  to  be  erroneous.  In 


20 


THE  POSITION  OF  LAW  IN  THE 


modern  days  this  initiative  and  control  is  peculiarly 
the  province  of  the  State.  Centralisation  has  grasped 
the  reins  of  money.  The  great  modern  movements 
in  extension  of  what  we  call  the  u  credit  system  "  are 
an  indefinite  expansion  of  these  very  obligations 
over  which,  by  fixing  means  of  their  fulfilment,  the 
legislature  and  the  court  inevitably  hold  jurisdiction. 

But  it  may  be  supposed — and  great  minds  have 
naively  sanctioned  this  error — that  there  is  no  range 
of  choice  for  the  legislator  in  the  selection  of  money  ; 
that  he  is  powerless  in  the  hands  of  commerce  :  so 
that  his  functions  are  merely  ministerial,  and  his 
efficient  influence  nil. 

Let  us  examine,  in  this  connection,  the  third 
postulate,  "  The  stamp  of  the  mint  is  merely  an 
official  certificate  of  weight  and  fineness." 

Is  this  true  ?  Is  not  the  stamp  of  the  mint  far 
more  ? 

By  that  stamp,  bullion,  which  before  was  only 
potential  money,  a  part  of  the  physical  basis  of  the 
world's  great  institution  of  money,  has  become  actual 
money  in  the  State  which  coins  it.  Through  that 
stamp,  the  piece  of  metal  has  become  a  means  of 
payment,  at  schedule  rates,  of  all  obligations  enfor- 
cible  within  the  borders  of  that  State.  Through  that 
stamp  the  commodity  bullion  has  become  the  com- 
modity money. 

Now,  in  itself  this  formula,  this  u  official  certificate 
of  weight  and  fineness,"  does  not  explain  the  nature 
of  the  commodity  bullion.  It  does  not  explain  the 
nature  of  the  commodity  money.    Nor  does  it  indi- 
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cate  the  reasons  why  this  stamp  works  the  transition 
from  one  to  the  other. 

Evidently,  then,  this  "  official  certificate  of  weight 
and  fineness,"  to  which  most  economists  try  to  limit 
the  activity  of  the  legislator,  is  essential  in  the 
doctrine  of  money,  just  as  in  war  the  clothing,  the 
uniform  of  the  soldier,  the  title  of  the  officer,  are 
really  matters  of  first  importance. 

An  army  naked  and  without  organisation  is  evi- 
dently as  little  to  be  thought  of  as  money  without 
mints. 

But,  at  the  same  time,  to  dignify  this  matter  of 
the  "  stamp  of  the  mint  and  official  certificate  "  to 
the  position  of  being  an  exhaustive  formula  of  mone- 
tary science,  is  it  not  as  if  we  should  gravely  assert 
in  ponderous  volumes  that  campaigns  are  matters  of 
epaulets,  and  that  the  fate  of  nations  depends  upon 
gold  braid  and  striped  pantaloons  ? 

On  the  other  hand,  if  this  dictum,  instead  of  being 
presented  as  an  exhaustive  formula  of  science,  assume 
the  more  modest  role  of  a  simple  rule  of  the  art  of 
money,  a  maxim  of  monetary  policy,  it  entirely 
justifies  itself.  If  we  say  merely  uthe  stamp  of  the 
mint  ought  to  be  an  official  certificate  of  weight  and 
fineness,"  which  is  as  if  one  should  say,  "  that  which 
is  called  a  dollar  ought  to  be  worth  a  dollar  in  the 
market,"  we  find  ourselves  in  possession  of  a  sound 
and  solid  guide  to  action. 

It  is  as  if  one  should  say,  in  speaking  of  the  art  of 
war,  u  armies  should  be  clothed  in  uniform,  and  be 
commanded  by  officers  of  varied  grades  of  command." 
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What  can  be  more  true  and  yet  more  innocent  of 
scientific  importance  ? 

But  if  the  interpreters  of  science  have  rejected  the 
maxim  of  policy,  and  cling  to  the  formula  of  science, 
it  is  evident  that  we  are  more  advanced  in  the  art  of 
war  than  in  the  doctrine  of  money,  the  great  art  of 
peace. 

In  this  connection  I  may  mention  another  dictum 
which  rejoices  in  the  undiscriminating  support  of 
some  distinguished  men.  "  It  is  impossible  to  esta- 
blish an  unalterable  ratio  between  the  two  metals." 
A  dispassionate  consideration  will,  I  think,  show  that 
this  dictum  is  likewise  true  to  a  slight  extent,  and 
untrue  to  a  very  great  extent.  And  this  modicum  of 
truth,  like  the  skin  of  the  Dead  Sea  apple,  is  on  the 
outside,  and  intercepting  the  glance,  deceives  the 
unwary  eye.  Does  not  this  dictum  stand,  in  fact, 
upon  the  same  level  with  the  doctrine  "it  is  impos- 
sible for  a  man  to  draw  a  line  absolutely  straight  ; " 
or  is  it  not,  in  truth,  parallel  with  the  denial  of  the 
possibility  that  the  world  can  show  two  things  which 
are  exactly  alike  ? 

Undoubtedly  if  the  civilized  nations  were  to  join 
in  coinage  of  both  metals  at  one  ratio,  a  small  pro- 
portion of  the  total  of  exchanges  of  the  metals  might 
still  be  made  at  a  different  ratio.  Human  free  will 
is  not  likely  to  abdicate  its  privileges  in  favour  of  a 
Coinage  Treaty.  Of  course  a  single  exchange  made 
anywhere  in  the  world,  at  a  ratio  above  or  below 
that  fixed  by  the  supposed  Treaty  of  Christendom, 
would  make  the  desired  break  in  the  uniformity. 
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When  the  strain  is  from  one  end  to  the  other,  the 
strength  of  a  chain  is  that  of  its  weakest  link.  Of 
course,  no  matter  where  the  break  is  in  the  line,  if 
there  be  a  break  the  line  is  not  absolutely  straight. 
If  two  objects  be  in  ever  so  slight  a  degree  dissimilar 
their  identity  disappears.  So  it  is  true  that  it  is  im- 
possible to  establish  in  permanence  and  universally  a 
fixed  ratio  between  the  metals,  as  it  is  true  that  no 
one  can  draw  a  line  absolutely  straight  or  show  two 
things  that  are  exactly  alike. 

But  at  the  same  time  this  so-called  impossibility  of 
a  fixed  ratio  between  the  two  metals  is  as  unworthy 
to  support  a  statesman  in  denying  the  possibility  or 
desirability  of  a  successful  establishment  of  a  fixed 
ratio,  as  the  impossibility  of  making  anything 
straight,  or  of  making  two  things  alike,  is  unworthy 
to  prevent  the  construction  of  machinery  and  works 
of  engineering.  Machinery  and  engineering  works  all 
demand,  for  their  perfection,  straight  lines  and  iden- 
tity between  different  parts.  At  the  same  time  sub- 
stantial straightness,  substantial  identity,  will  suffice. 
In  practice  the  infinitely  small  can  be  neglected  by 
the  engineer  and  mechanician  ;  why  not  by  the  states- 
man ?  why  not  by  the  economist  ? 

Returning  now  to  our  question  we  ask,  What  are 
the  facts  in  this  matter  of  the  legislator's  choice  of 
material  of  money  ?  Leaving  copper  out  of  account, 
to-day  there  are  various  weights  of  gold  and  various 
weights  of  silver.  Cannot  the  legislator  fix  the 
weight  of  coin  as  he  will  ? 

Again,  there  are  the  two  metals  taken  together 
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under  a  variety  of  conditions,  and  they  can  be  taken 
at  any  one  of  a  variety  of  ratios  to  each  other. 

And  the  protean  forms  of  credit,  metallic  tokens 
and  paper  money,  are  also  constantly  at  hand. 

The  history  of  our  century  is  full  of  legislative 
acts  of  selection  of  these  kinds. 

A  consideration  of  facts  comparatively  familiar 
will  plainly  show  that  if  in  one  nation  the  monetary 
legislator  has  avoided  the  Scylla  of  paper  money, 
and  with  a  single  metal  sails  past  the  Charybdis  of  a 
ratio,  yet  he  is  still  at  sea  ;  he  must  either  select 
afresh,  or  he  must  maintain  some  fixed  weight  of 
that  single  metal  as  the  legitimate  successor  of  that 
national  unit  of  valuation  which  the  past  has  trans- 
mitted to  his  care.  And  that  unit  of  valuation  must 
be  saved  from  the  shipwreck  of  great  fluctuation  in 
its  purchasing  power.  If  the  single  metal  fail  to 
support  that  unit  steadily,  the  legislator  must  be 
ready  to  change  his  course,  and  to  hoist  what  sail  of 
law  is  needed  (whether  it  be  an  Act  of  Suspension  of 
Cash  Payments,  or  of  the  "  Bank  Act,"  or  a  new  Act 
of  Coinage  or  of  Legal  Tender),  if  only  he  can  keep 
free  of  the  breakers.  It  must  also  be  clearly  remem- 
bered that  for  the  monetary  legislator  there  is  no 
port  of  refuge  absolutely  safe.  Money  is  only  by 
courtesy  a  part  of  a  metric  system  ;  it  is  folly  to 
forget,  as  the  monetary  metrologist  is  constantly 
doing,  that  there  is  no  real  u  standard  of  value;" 
the  safest  of  all  safe  footing  for  the  monetary  legis- 
lator is  at  best  but  an  instrument  of  valuation  that 
contracts  and  expands  under  the  action  of  demand 
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and  supply,  and  it  is  as  true  of  the  monetary  legislator 
as  of  the  mariner  that  constant  vigilance  is  the  price 
of  safety.  And  the  safety  of  the  money  interests  of 
commerce  lies  in  keeping  money  under  the  constant 
protection  of  wise  laws. 

Such,  then,  are  in  brief  the  grounds  upon  which  I 
have  felt  it  necessary  in  presenting  a  list  of  modern 
publications  concerning  money,  to  warn  the  student 
against  error  by  vindicating  to  the  jurist  and  to  the 
statesman  a  jurisdiction  in  the  doctrine  of  money  by 
the  side  of  that  of  the  professed  economist. 

It  remains,  however,  to  anticipate  a  reply  which 
will  naturally  occur  to  one  who  has  pinned  his  faith 
upon  the  postulates  which  I  seek  to  refute.  I  desire 
to  say  clearly,  therefore,  that  the  position  here 
ascribed  to  law  in  the  learning  of  money  in  no  sense 
demands  the  exclusion  of  a  single  one  of  the  other 
elements  of  this  learning  which  I  seek  to  set  forth  in 
this  list.  The  entire  tide  of  human  action,  the  entire 
material  of  which  political  and  economic  science  treat, 
have,  of  course,  been  elements  of  the  conflict  of  forces 
of  which  the  monetary  status  at  any  given  time  is  the 
outcome.  The  position  of  law  is  merely  that  of  the 
seeing  eye,  the  guiding  hand,  the  will  directed, 
specially,  to  the  maintenance  of  money. 

Law  alone  has  acted  with  constant  and  effective 
force  in  one  general  direction  to  this  end. 

Amid  a  wilderness  of  conditions  the  law  has  been 
a  cause. 

In  a  state  of  quiescence  one  may  remain  ignorant 
of  the  persistent  force  of  monetary  law;  just  as  one 
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can  remain  unconscious  of  the  force  of  gravitation. 
But  the  force  is  there,  and  the  maxim,  ignorance  of 
the  law  excuses  no  one,  is  also  in  force  in  both  cases. 
The  innocence  with  which  one  may  slip  from  a  pre- 
cipice, or  stand  in  the  way  of  an  avalanche,  is  no 
preservative  against  death  from  such  attempts  to 
ignore  the  force  of  gravitation.  And,  like  gravitation, 
the  power  of  law  can  be  effective  although  its  activity 
be  not  apparent.  It  can  be  active  by  what,  from  a 
partial  point  of  view,  would  seem  merely  passive, 
negative,  mere  acts  of  omission. 

It  is  strange  to  what  an  extent  some  thinkers  have 
been  blinded  to  this  truth ;  as  if  a  statute  any  more 
than  a  granite  boulder  could  lose  its  weight  by  lying 
still. 

An  illustration  close  at  hand  will  perhaps  clear  up 
this  contrast  between  conditions  and  a  cause.  A 
quarter  of  a  century  ago,  when  Australian  and 
Calif ornian  gold,  added  to  the  outflow  of  Siberia, 
threatened  to  bear  down  to  permanent  depreciation 
the  entire  stock  of  the  world's  money,  France  and 
England  were  called  upon  by  certain  thinkers  to 
demonetize  gold.  It  could  have  been  done.  English 
and  French  statutes  had  as  much  power  to  outlaw 
gold  in  England  and  in  France,  as  had  the  statutes  of 
Holland  and  the  statutes  of  Belgium  to  exclude  it 
from  legal  tender  in  those  States.  Parliament  and 
Emperor  could  have  passed  the  statutes  had  they 
desired  it.  They  refused  to  do  it.  The  older 
statutes  remained  in  force.  They  maintained  gold 
in  its  monetary  privileges,  and  they  saved  gold. 
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But  for  statutes,  to  be  read  in  the  books  which  I 
have  cited,  gold  would  have  been  where  silver  is 
to-day. 

And  yet,  as  I  have  said,  merely  because  the 
statutes  had  been  in  force  for  a  long  time,  it  is  not 
uncommon  to  hear  that  in  the  presence  of  the  gold 
discoveries,  law  was  powerless ! 

Of  course  it  should  be  understood  that  while  law 
remained  a  cause  there  was  a  change  of  monetary 
conditions  ;  the  discovery  of  the  gold  fields  and  their 
colonization,  like  these  laws  which  maintained  gold, 
were  also  acts,  and  of  course  they  cannot  be  left  out 
of  account,  but  there  was  in  them  no  centralized 
power  moulding  the  institution  of  money  to  definite 
ends.  Add  to  the  secrets  of  the  earth  the  nature  of 
man,  with  his  adventurous  spirit  of  gain,  and 
Australia  and  California  are  accounted  for.  Swarms 
of  men  sought  profit  in  exhuming  the  yellow  metal 
from  untrodden  fields.  But  would  they  have  sought 
it  as  they  did  if  the  yellow  metal  had  not  been  money  ? 
In  any  event  the  monetary  policy  of  the  world 
remained  in  the  hands  of  its  laws. 

I  may,  in  conclusion,  glance  at  a  truth  which  has 
been  permitted  to  assume  in  the  eyes  of  thinkers, 
proportions  so  exaggerated  as  to  obscure  other  truths 
more  important.  Monetary  laws  have  been  passed 
by  great  States,  and  yet  have  shown  themselves 
powerless.  Upon  the  statute  books  of  England,  of 
France,  of  the  United  States,  are  monetary  laws 
which  have,  for  a  generation  at  a  time,  remained,  to 
a  large  extent,  a  dead  letter. 


28 


THE  POSITION  OF  LAW  IN  THE 


What  bearing  has  this  fact  upon  the  position  of  law 
in  the  doctrine  of  money?  To  this  I  answer,  that 
these  facts  are  entirely  in  accord  with  the  doctrine 
I  have  stated.  This  point  is  the  favourite  stumbling- 
block  of  the  two  extremes  in  this  great  contro- 
versy concerning  the  nature  of  money ;  the  orthodox 
"  free-trader  "  in  monetary  science,  who  knows  no 
law  but  that  of  "  commerce,"  on  one  side,  and  on  the 
other  the  "  fiat  money  man,"  who  sees  nothing  in 
money  but  a  "  sign  of  the  will  of  the  Czar." 

In  matters  of  money,  as  elsewhere,  the  strong  rules 
the  weak. 

An  enactment  that  conflicts  with  the  habits  and 
interests  of  the  citizen  is  not  as  successful  as  one  which 
enlists  these  habits  and  interests  on  its  side.  In  like 
manner  an  enactment  of  one  nation  which  is  in  con- 
flict with  the  remainder  of  its  laws,  or  which  is  in 
opposition  to  the  stronger  laws  of  other  nations,  will 
naturally  fail  to  attain  its  avowed  purpose.  Its 
avowed  purpose,  or  the  purpose  imputed  to  it,  is,  in 
a  word,  not  the  test  of  its  power.  The  question 
whether  this  or  that  enactment  will  exert  a  certain 
influence  upon  the  demand  or  supply  of  money  is  not, 
as  the  two  extremists  would  suppose,  a  question  of 
phraseology,  but  a  question  of  fact.  For  example, 
the  laws  of  legal  tender  a  few  years  ago  made  the 
gold  dollar  a  legal  tender  at  par  with  greenbacks  in 
New  York,  and  the  greenback  dollar  a  legal  tender 
at  par  with  gold  in  San  Francisco.  In  New  York  it 
was  the  greenback  and  not  the  gold  dollar,  while  in 
California  it  was  the  gold  dollar  and  not  the  green- 
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back  which  circulated.    And  yet  this  fact  is  not  de- 
rogatory to  the  views  I  have  stated. 

But  in  answering  the  inquiry,  What  is  the  wisest 
coinage  policy  for  the  United  States,  I  can,  perhaps, 
even  more  forcibly  illustrate  the  sincerity  of  the  views 
here  stated.  Since  the  silver  question  came  to  the 
foreground,  in  1876, 1  have  endeavoured  to  point  out 
not  merely  the  unwisdom  but  the  danger  of  coining 
any  silver  at  all  in  the  United  States ;  and  I  did  this 
in  the  interest  of  bimetallic  union. 

Free  coinage  here,  while  Europe  rejected  silver, 
would  mean  silver-monometallism  in  time,  and  a 
temporary  success  for  gold-monometallism  in  Europe ; 
and  to  create  a  demand  for  silver  here  was,  in  fact,  to 
delay  that  process  of  education  by  which  Europe 
was  prepared  to  profit,  unless  we  should  relieve  her 
for  a  time  of  the  necessity  of  study. 

A  law  for  restoration  of  silver  on  a  par  with  gold 
in  our  coinage,  while  it  would  be  nominally  bimetallic 
legislation,  would  thus  only  further  the  ends  of  mono- 
metallism, while  the  true  policy  for  the  time  was  to 
remain  monometallic  in  practice,  coining  only  gold, 
but  to  become  bimetallic  in  precept,  exerting  a 
vigorous  and  aggressive  influence  to  convince  Europe 
by  argument,  as  well  as  by  the  logic  of  domestic 
disaster,  that,  for  her  own  interest,  her  wisest  course 
was  to  join  the  United  States  in  the  formation  of  a 
vast  bimetallic  union,  thus  restoring  to  silver  the 
position  to  which  nature,  history,  and  the  needs  of 
the  whole  world  entitle  it. 
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THE  KELATIVE  DISADVANTAGES  OF  A 

FALL  OR  OF  A  RISE  OF  PRICES 

(Extract  from  "  Silver  and  Gold,"  Cincinnati, 
1876,  page  71).1 

"  Supposing,  then,  we  have  to  compare  the  effects 
upon  prosperity  of  a  rise  in  the  value  of  money  caused 
by  scarcity,  and  of  a  fall  caused  by  abundance,  of  the 
precious  metals,  and  the  extent  and  suddenness  of 
which  are  similar,  which  of  the  two  is  preferable,  other 
things  of  course  remaining  equal? 

"  The  judgment  of  economists  is  clear,  that  a  fall 
in  the  value  of  money  is  preferable  to  a  rise  ;  or,  in 
other  words,  that  redundance  is  better  than  scarcity. 

"  J.  R.  M'Culloch  ('Encyclopedia  Britannica,'  1858, 
Art.  Precious  Metals),  in  his  discussion  of  the  effect 
of  the  late  great  increase  in  the  world's  stock  of  gold, 
says,  in  conclusion,  '  Though,  like  a  fall  of  rain  after 
a  long  course  of  dry  weather,  it  may  be  prejudicial  to 
certain  classes,  it  is  beneficial  to  an  incomparably 
greater  number,  including  all  who  are  actively  engaged 
in  industrial  pursuits,  and  is,  speaking  generally,  of 
great  public  or  national  advantage.' 

u  Roscher  ('Grundlagen  der  National  Oeconomie,' 
sect.  141)  points  out  that  the  gold  discoveries  by 

1  Printed  as  an  Exhibit  D,  Seventh  Session  of  the  Monetary  Conference  of 
1881. 
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preventing  a  dearth  of  money,  which  without  them 
would  have  probably  occurred,  saved  the  nations 
from  grievous  malady.  On  the  other  hand,  he  ex- 
plains, in  the  sense  expressed  by  M'Culloch  and 
Chevalier,  how  a  fall  in  the  value  of  money  may 
stimulate  to  a  notable  increase  of  national  production. 

"  Michel  Chevalier  (<  La  Monnaie,'  ed.  1866,  p.  759), 
expresses  himself  as  follows  : — 

u  c  In  fine  the  change  will  profit  those  who  live  by 
present  labour  ;  it  will  injure  those  who  live  on  the 
fruits  of  past  labour,  be  it  their  own  or  that  of  their 
fathers. 

" '  In  this  respect  it  will  act  in  the  same  direction 
with  the  greater  part  of  those  evolutions  which  are 
accomplished  in  virtue  of  the  great  law  of  civilization 
to  which  ordinarily  we  assign  the  noble  name  of 
progress.'  " 

It  remains  to  add  that  in  society,  as  it  is  at  present 
organised,  the  number  is  very  small  of  those  of  whom 
it  can  truly  be  said  that  they  live  on  the  fruits  of  past 
labour.  Heal  property,  rents,  and  the  interest  of 
investments,  depend  to  such  a  degree  on  the  present 
labour  of  those  who  pay  them  that,  in  an  important 
sense,  those  who  receive  them  live  on  the  present 
labour  of  others  rather  than  upon  past  labour. 
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THE  TWO  EXTREMES  OF  OPINION  CON- 
CERNING THE  CAUSE  OF  THE 
VALUE  OF  MONEY.1 

Explanations  of  the  value  of  money  divide  them- 
selves naturally  into  two  categories  :  the  extremity 
of  which  on  the  one  side  is  presented  in  the  formula, 
the  Law  is  supreme,  on  the  other  in  the  formula, 
Commerce  is  supreme. 

The  first  of  these  two  theories  is  the  theory  of  the 
flat,  of  the  extreme  efficacy  of  the  command  of  law, 
better  known  perhaps  as  the  theory  of  the  advocates 
of  paper  money. 

The  second  is  the  magistral  theory  of  the  orthodox 
dogmatic  economic  science  of  other  days ;  or  in  other 
words  the  free  trade  or  laisser-faire  theory,  dragged 
forcibly  out  of  its  proper  place  and  wrongfully  applied 
to  money.  *• 

The  Fiat  Theory. 

The  best  exposition  within  my  knowledge  of  the 
fiat  theory  is  that  made  by  a  Russian  author  of  the 
last  century,  Iwan  Possoschkow,  a  reformer  of  the 
time  of  Peter  the  Great.  Neither  the  assignats  nor 
the  mandats  in  France,  nor  irredeemable  bank  notes 
in  England,  nor  greenbacks  in  the  United  States, 
have  inspired  so  complete  a  scientific  expression  of 

1  Printed  as  Exhibit  F,  Twelfth  Session  of  the  Monetary  Conference  of  1878. 
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this  doctrine  as  did  the  copper  money  of  Russia  in 
the  days  of  Peter  the  Great. 

"  The  foreigners,"  says  Possoschkow,  "  estimate 
their  foreign  money  according  to  the  quantity  of  the 
metal  it  contains,  and  not  according  to  the  power  of 
the  monarch  who  issues  it.  They  have  a  rate  of 
relative  value  for  silver  and  copper.  But  we  honour 
our  monarch  as  God,  and  we  hold  his  dignity  in 
honour,  and  most  zealously  obey  his  will.  On  what- 
ever thing  we  see  the  name  of  his  Imperial  Majesty, 

that  thing  we  estimate  highly  In  coining 

money,  men  must  not  do  as  the  foreigners  do,  and 
consider  the  amount  of  copper,  but  consider  only  the 
will  of  his  Imperial  Majesty.  We  are  no  foreigners ; 
it  is  not  the  copper  that  is  valuable  to  us ;  it  is  the 
name  of  our  Czar.  We  do  not  look  at  the  weight  of 
the  money,  but  upon  the  inscription." 

He  objects  to  the  foreigners  that  they  "  come  into 
our  country,  test  the  value  of  our  money,  and  then 
raise  the  price  of  all  their  goods." 

"  Such  prices,"  he  says,  "  are  the  fruit  of  their  in- 
solence. Without  any  good  reason,  they  have  raised 
the  price  of  all  their  wares,  and  have  grossly  offended 
us  by  so  doing.    Their  self-will  is  responsible  for  it. 

M  To  be  sure,  they  give  as  a  reason  for  the  rise  of 
prices,  our  money,  about  which  they  have  nothing 
to  do. 

"  If  our  coins  come  into  their  country,  they  might, 
for  all  I  care,  let  our  kopeks  counts  only  for  half  a 
kopek ;  that  is  their  affair  ;  it  is  their  country,  and 
their  will. 

c 


34 


THE  POSITION  OF  LAW  IN  THE 


"  But  among  us  they  have  no  power ;  with  us,  our 
monarch  has  all  power. 

"  Among  the  foreigners,  kings  have  less  power 
than  the  people;  there  the  kings  cannot  accomplish 
anything  out  of  their  own  sovereignty;  but  their 
subjects  are  all-powerful,  and  especially  the  mer- 
chants.' 1 

We  have  here  the  command  of  the  law  raised  to 
its  highest  power ;  the  omnipotence  of  the  law  alone, 
and  of  a  single  law. 

Theory  of  Free  Trade  applied  to  Money. 

I  dreamed  that  I  was  in  the  pattern  country  of 
free  trade.  It  was  not  Belgium  ;  but  it  ought  to  be 
very  near  it  if  we  may  rely  upon  the  theories  of 
the  spirituel  representative  of  that  country  in  the 
Conference. 

In  the  matter  of  money,  there  was  no  regulation 
or  interference  on  the  part  of  the  State.  The  law 
did  not  trouble  itself  with  the  question  what  object 
should  be  used  as  the  equivalent  and  evaluator  of 
commodities  and  of  services ;  it  was  commerce  which 
settled  everything. 

Taxes  were  paid,  but  people  gave  whatever  they 
chose.  The  Government  also  paid  the  salaries  of  its 
members  with  all  sorts  of  things  which  it  wished  to 
be  rid  of.  One  month  it  gave  old  cannon;  another 
month,  hunting  permits  in  the  forests  of  the  State. 
On  the  other  hand,  one  could  pay  for  postage  stamps 
with  dynamite  if  he  wished.    For  those  who  were 
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condemned  or  adjudged  by  the  Courts  to  pay  fines 
or  damages  the  system  was  notably  convenient ;  they 
gave  things  of  which  they  had  no  need,  the  law 
having  nothing  to  say  in  presence  of  this  "  natural 
course  of  events." 

For  an  official  appraisement,  or  in  the  winding-up 
of  an  estate,  it  might  perhaps  be  loads  of  wood,  or 
barrels  of  whale-oil  that  served  as  the  measure,  the 
instrument  of  valuation.  Complete  liberty  of  contract 
was,  however,  observed ;  only  the  modes  of  enforcing 
contracts  left  much  to  be  desired.  The  recalcitrant 
debtor  could  be  cited  before  the  Courts  ;  but  inasmuch 
as,  if  he  were  adjudged  to  pay  damages,  he  had 
entire  freedom  of  choosing  the  means  of  payment,  it 
was  simpler  to  compromise  than  to  go  to  law.  It 
sometimes  happened,  therefore,  that  a  bill  of  exchange 
expressed  in  weights  of  the  precious  metals  was  paid 
with  building-stone,  or  a  mortgage  of  similar  tenor 
was  paid  off  with  gravel. 

The  truth  must  lie  between  these  two  extremes ; 
between  the  impotence  of  all  laws,  even  the  wisest, 
and  the  omnipotence  of  a  single  law,  however  unwise 
it  may  be  :  Medio  tutissimus  ibis.  It  is  this  central 
position  which  is  occupied  by  the  doctrine  of  bi- 
metallists. 

It  is  a  curious  fact  that  those  who  to-day  place 
themselves  at  one  of  these  two  extremes  of  opinion 
concerning  the  cause  of  the  value  of  money,  and  who, 
if  they  were  consistent  and  logical,  ought  to  under- 
take to  call  into  real  existence  their  ideal  world  of 
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free  trade  in  money,  accuse  the  bimetallists  who 
occupy  the  centre  of  monetary  doctrine,  of  taking 
this  stand  at  the  opposite  extreme,  of  being  really 
fiat  men;  an  accusation  which,  by  the  way,  is  not 
merely  false  but  at  the  same  time  an  anachronism. 

Inasmuch,  however,  as  this  confusion  of  ideas  con- 
tributes largely  to  the  slowness  with  which  Europe 
is  being  converted  to  the  monetae  reform  proposed 
in  1878  by  the  United  States,  it  may  not  be  without 
use  to  mark  the  contrast  offered  by  the  development 
of  opinion  concerning  the  cause  of  the  value  of  money 
on  the  two  continents  respectively. 

Happily  perhaps  for  herself,  Europe  in  general  has 
not  been,  like  the  United  States,  the  theatre  of  a 
long  political  struggle,  in  which  the  monetary  question 
has  occupied  the  centre  of  the  field.  In  Europe  for 
many  years  men,  eminent  in  political  life,  have  had 
better  things  to  do  than  to  discuss  the  theory  of 
money.  But  with  us  in  America,  it  was  otherwise ; 
the  civil  war  between  the  rebels  and  the  nation  lasted 
but  four  years ;  but  the  monetary  war  has  already 
lasted  nineteen  years,  paper  against  metal,  gold  against 
silver,  and  the  end  is  not  yet.  The  United  States  is 
a  country,  therefore,  in  which,  in  the  midst  of  a  civil 
war,  the  law  replaced  a  money  (gold  and  silver) 
guaranteed  by  all  the  monetary  laws  of  which  the 
history  of  the  human  race  has  recorded  the  existence, 
with  a  money  guaranteed  by  a  law  of  the  United 
States  alone ;  and  when,  at  the  close  of  a  long  political 
struggle  it  was  at  length  possible  to  decree  the  re- 
placement of  this  national,  by  the  international, 
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money,  it  was  ascertained  that,  in  the  interval,  while 
this  discussion  had  been  going  on,  a  legal  revolution 
in  several  nations  had  disorganized  this  very  system 
of  international  money  to  which  it  was  proposed  to 
return.  In  such  a  country  the  question  of  the  cause 
of  the  value  of  money  was  naturally  in  permanence 
the  order  of  the  day ;  and  there  was  no  possibility  of  re- 
maining an  optimist  in  favour  of  maintaining  the  status 
quo  of  the  best  of  all  possible  worlds ;  it  was  necessary 
to  take  sides ;  it  was  imperative  to  decide  between  the 
u  fiat-money  man"  who  desired  to  retain  and  to  aug- 
ment the  paper  money,  and  the  free  trade  theorician 
who  thought  that  paper  could  be  replaced  with  gold 
at  one  stroke. 

Hence  the  question  of  the  cause  of  the  value  of 
money  was  ripe  in  the  United  States  earlier  than  in 
Europe.1 


QUESTIONS  ADDRESSED  TO  THE  ENGLISH 
DELEGATES  AT  THE  MONETARY 
CONFERENCE  OF  1881.2 

I.  — Was  not  the  pound  sterling,  composed  of  20 
silver  shillings,  the  monetary  unit  of  England  until 
1816? 

II.  — Was  not  free  and  gratuitous  coinage,  at  the 
standard  fixed  by  the  law  of  the  43rd  Elizabeth,  of 

1  This  analysis  of  the  theory  of  free  trade  in  money,  and  of  Iwan  Possoschkow, 
was  made  in  1876.    (See  "  Silver  and  Gold,"  pages  169-174. 
3  Exhibit  C,  Seventh  Session. 
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silver  coin,  having  full  legal  tender  power,  guaranteed 
by  the  law  of  1666,  which  was  repealed  in  1816? 

III.  — Was  not  the  fixation  of  the  ratio  of  15*21 : 1 
in  1717,  which  over- valued  gold,  the  cause  of  the 
exportation  of  silver  coin  from  England,  and  of  the 
almost  exclusive  use  of  gold  coin,  in  the  18th  century  ? 

IV.  — Was  not  the  avowed  object  of  this  fixation 
in  1717  to  reduce  the  then  existing  over- valuation  of 
gold  (of  about  15J),  and  to  procure  for  England  a 
simultaneous  circulation  of  gold  and  silver? 

V.  — Did  not  France  maintain  a  simultaneous  cir- 
culation of  gold  and  silver  in  the  century  which  fol- 
lowed 1717  (saving  the  period  of  revolution  and 
paper  money)? 

VI.  — Were  not  the  two  facts,  that  England  used 
in  the  18th  century  a  depreciated  money  (the  guinea), 
and  that  the  object  of  the  fixation  of  1717  was  never 
attained,  the  natural  result  of  the  failure  of  the 
Government  to  abandon  a  false  valuation,  and  to 
adopt  the  French  ratio  ? 

VII.  — Had  not  Sir  Isaac  Newton  indicated  the 
probable  necessity  of  such  a  measure? 

VIII.  — Did  not  Eichard  Cantillon  (author  of  the 
uEssai  sur  la  Nature  de  Commerce  en  General," 
Paris,  1757)  predict,  150  years  ago,  that  England 
would  be  forced  in  the  end  to  adopt  the  French 
ratio? 

IX.  — Did  not  Alexander  Baring,  fifty  years  ago, 
pronounce  himself  in  favour  of  the  restoration  of  the 
silver  and  gold  standard  at  the  new  French  ratio? 

X.  — Was  not  the  prohibitive  tariff  directed  by 
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English  law  against  silver  money  in  1816  an  innova- 
tion? 

XL — What  advantages  accrued  to  England  through 
this  innovation  ? 


DRAFT  OF  A  PROGRAMME  FOR  DISCUS- 
SION OF  THE  MONETARY  QUESTION. 

At  the  opening  of  the  Monetary  Conference  of 
1881,  a  Committee  was  appointed  (consisting  of  a 
member  for  each  nation  represented)  to  prepare  a 
Questionnaire  or  programme  for  the  deliberations  of 
the  Conference.  The  Committee  delegated  the  work 
to  a  sub-committee,  consisting  of  Mr.  Cernuschi  and 
Mr.  Horton,  who  presented  each  a  draft,  which  was 
subsequently  reported  by  the  Committee  to  the  Con- 
ference (Exhibits  A  and  B,  Second  Session). 

I. — Questions  concerning  the  Nature  and  History 
of  Money. 

II. — Questions  concerning  the  Modern  Monetary 
Policy  (before  1873)  of  certain  States,  and 
its  Influence  upon  the  Stability  of  Purchasing 
Power  of  Money. 
(A.) — In  General. 

(B.) — Stability  of  Domestic  Purchasing  Power. 
(C.) — Maintenance   of  Steady  Par  between 
different  Systems  of  Money. 
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III. — Questions  concerning  Monetary  Policy  since 
1873. 

(A.) — Stability  of  Domestic  Purchasing  Power. 
(B.) — Maintenance  of  Steady  Par  between  diffe- 
rent Systems  of  Money. 

I. — Questions  concerning  the  Nature  and  History 
of  Money. 

1.  Does  history  tell  of  any  development  of  civil 
society  where  there  was  no  imposition  and  no  pay- 
ment of  tribute  and  taxes,  fines  and  damages  ? 

2.  Does  not  civilisation  imply  the  presence  of 
money  as  a  civil  institution,  an  integral  portion  of 
the  State,  and  that  that  which  is  legal  tender  in  dis- 
charge of  the  obligations  mentioned  shall  also  be  an 
acceptable  instrument  of  valuation  on  the  part  of 
State  and  individuals,  the  privileged  instrument  for 
preserving,  transporting,  and  exchanging  wealth,  a 
convenient  medium  of  commercial  exchange,  and 
shall  thus  become  an  almost  omnipresent  element  of 
private  contracts  ? 

3.  Has  not  monetary  law,  which  has  created  almost 
the  entire  use  made  of  the  precious  metals,  likewise 
created  nearly  the  whole  of  their  value  ? 

4.  Where  several  commodities  are  elevated  to  the 
rank  of  money  in  different  countries,  either  singly  or 
jointly  at  some  ratio  of  equivalence  (fixed  by  national 
monetary  law),  does  not  the  total  monetary  law  of 
countries  which  use  either  or  all  of  these  commodities 
as  money  entirely  control  the  relative  employment 
for  them,  so  that  at  any  given  time  the  rate  of  their 
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equivalence  with  each  other,  whether  as  actual  or 
potential  money,  is  merely  the  resultant  of  the  com- 
plex forces  of  existing  monetary  law  ? 

5.  Is  the  principle  of  freedom  of  contract  or  of 
freedom  of  exchange  opposed  to  the  simultaneous 
employment  of  silver  and  gold  money  at  a  fixed  ratio 
established  by  the  law  ? 

II. — Questions  concerning  the  Modern  Monetary  Policy 
{before  1873)  of  certain  States,  and  its  Influence 
upon  the  Stability  of  Purchasing  Power  of  Money. 

(A.) — In  General. 

6.  Waiving  all  questions  of  the  methods  of  correctly 
ascertaining  general  averages  of  prices,  is  not  stability 
of  average  purchasing  power  the  chief  desideratum 
in  money  ? 

7.  Is  not  a  general  reduction  of  average  prices 
accompanied  by  a  prolonged  and  insidious  crisis  ? 

(B.) — Stability  of  Domestic  Purchasing  Power. 

8.  Has  not  each  nation,  in  the  proportion  of  the 
activity  of  its  people  in  production  and  exchange,  an 
equal  interest  in  the  stability  of  the  average  pur- 
chasing power  (at  home)  of  its  money  ? 

9.  Did  not  the  prohibition  of  silver  coinage  in 
England  after  1798,  at  a  time  when  a  war  demand 
for  gold  had  compelled  the  use  of  paper  money, 
increase  the  divergence  between  paper  and  gold,  and 
assist  in  maintaining  a  situation  which  made  the 
retention  of  paper  money  necessary. 
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10.  Did  not  England's  replacement  of  this  paper 
money  by  gold  alone  (1815-1821),  withdrawing  from 
its  accustomed  channels  of  circulation  a  considerable 
portion  of  the  world's  stock  of  gold  at  a  period  when 
the  annual  product  had  been  and  remained  notably 
deficient,  and  when  the  monetary  condition  of  other 
countries  rendered  probable  a  general  subsidence  of 
prices,  expose  England  and  the  Western  World  to  a 
considerable  rise  in  the  purchasing  power  of  money  ? 

(C.) — Maintenance  of  Steady  Par  between  different 
Systems  of  Money. 

11.  Has  not  each  nation,  in  the  proportion  of  its 
relations  with  foreign  nations,  either  through  com- 
merce or  through  international  investments,  an 
interest  in  the  stability  of  the  rate  of  equivalence 
between  its  own  money  and  that  of  the  nation  with 
which  it  has  dealings  ? 

12.  13.  14.  15.  Reviewing  the  monetary  policy 
of  the  century  and  half  before  1873,  during  which 
period  monetary  law  had  upheld  for  silver  and  gold 
that  position  of  domestic  and  international  money 
which  they  had  enjoyed  since  the  origin  of  civilisa- 
tion, but  had  omitted  by  concurrent  or  identical 
legislation  to  fix  the  ratio  of  equivalence  between 
them  more  closely  than  is  indicated  by  14*50  to  16 
as  the  limits  of  its  fluctuation,  it  is  asked  whether 
this  fluctuation  would  not  have  been  materially  less : 

1.  Had  England,  in  1717  or  afterwards,  con- 
formed her  silver  and  gold  ratio  to  that  of 
France  ? 
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2.  Had  France,  in  1785  or  1803,  adopted  the 
ratio  of  15  instead  of  that  of  15*50  ? 

3.  Had  England  abstained  from  outlawing 
silver  as  domestic  money  in  1798  or  in  1816  ? 

4.  Had  the  United   States,  in  1834-1837, 
adopted  the  ratio  15*50  or  15*62  ? 

16.  With  reference  to  the  same  period,  it  may  be 
asked  whether,  in  addition  to  the  instability  inflicted 
upon  international  trade  and  international  invest- 
ment by  the  conflicting  gold  policy  of  these  States, 
this  conflict  of  policy  is  not  likewise  chargeable  with 
the  time  and  labour  and  capital  consumed  in  effect- 
ing exchanges  of  one  kind  of  money  with  another, 
which  arose  directly  from  the  fluctuations  in  this  rate 
of  equivalence  ? 

17.  Has  the  convenience  of  mankind  been  served 
by  making  gold  lighter  and  silver  heavier  ;  that  is  to 
say,  by  a  series  of  legislative  acts  which  have  altered 
the  rate  of  divergence  between  them  from  14*50  to 
15-50,  16  or  18  ? 

18.  What  portion  of  the  total  of  monetary  law  is 
the  efficient  cause  of  the  steadiness  in  the  rate  of 
equivalence  between  gold  and  silver  throughout  the 
period  between  1803  and  1873  ?  Was  not  the  free 
coinage  of  gold  and  silver  in  France  the  chief  cause 
of  the  maintenance  of  a  steady  rate  of  equivalence 
between  gold  and  silver  in  the  period  1803-1873  ? 

19.  What  would  have  been  the  influence  upon  this 
rate  of  equivalence  had  England  and  France  de- 
monetized gold  after  the  gold  discoveries  (1849- 
1851) ? 
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III. — Questions  concerning  Monetary  Policy 
since  1873. 

(A.) — Stability  of  Domestic  Purchasing  Power. 

20.  Did  not  important  reductions  in  the  domestic 
averages  of  prices  occur  throughout  the  Western 
World  in  the  years  following  1873  ? 

21.  Have  not  coincident  changes  in  monetary  law, 
reducing  the  supply  of  money  in  the  Western  World 
by  withdrawal  of  legal  tender  power  from  existing 
silver  coins,  by  excluding  silver  from  coinage,  and 
by  checking  the  circulation  of  existing  money,  been 
the  controlling  factor  in  this  reduction  ? 

22.  Does  not  the  existing  state  of  business  in 
Europe  and  America  demand,  as  a  condition  to  the 
maintenance  of  the  present  general  average  of  prices, 
a  considerable  annual  increase  of  the  material  used 
by  them  as  money  ? 

23.  Do  not  existing  probabilities  point  to  a 
diminished  annual  production  of  gold  in  the  future  ? 

24.  Does  not  the  present  general  exclusion  of 
silver  from  mintage  in  the  Western  World,  directing 
monetary  demand  upon  a  stock  of  gold  scantily  rein- 
forced, promise,  if  continued,  the  evils  connected 
with  a  reduction  of  general  averages  of  prices,  or  an 
excessive  extension  of  the  use  of  paper  money  and  of 
transfers  of  title  to  money  ? 

25.  What  would  be  the  effect  if  a  single  nation 
should  now,  by  changing  its  present  monetary  laws, 
sensibly  increase  its  stock  of  gold  ? 
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(B.) — Maintenance  of  Steady  Par  between  different 
Systems  of  Money. 

26.  Can  there  be  any  other  important  causes  for 
the  abrupt  divergence  of  the  rate  of  equivalence 
between  silver  and  gold  in  international  trade  which 
has  occurred  since  1873,  than  the  withdrawal  from 
silver  and  transfer  to  gold  of  an  important  part  of 
the  normal  monetary  employment  of  Europe  for 
silver  ? 

27.  Had  Germany  adopted  the  silver  and  gold 
standard  at  15^  to  1  in  1871-1873,  would  not  a 
higher  degree  of  steadiness  in  the  world's  markets 
have  been  attained  ? 

28.  Would  not  the  accession  of  England  to  a 
bimetallic  union  of  continental  States  with  the 
United  States  of  America  put  the  par  of  the  metals 
throughout  the  world  in  condition  to  withstand  un- 
disturbed any  change  of  mass  through  discovery  of 
either  metal  of  which  history  gives  precedent  ? 

29.  Is  it  not  desirable  that  there  should  be  uni- 
formity between  the  States  represented  in  the  Con- 
ference in  the  mint  charge  or  in  the  charge  made  in 
commutation  of  interest  for  the  time  consumed  at 
the  mint  in  converting  bullion  into  money  ? 
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